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another evil of the liquor traffic by prohibiting the granting of a license 
to anyone engaged in the manufacture of liquor. Several States passed 
laws prohibiting the sale of liquor within specified distances of schools, 
colleges, churches, and army posts. Oregon, Missouri, Illinois and 
Wisconsin passed this kind of prohibition. 

But by far the most distinctly new liquor legislation of the year is the 
South Carolina county option dispensary law. This State experimented 
for a number of years with the system of a State dispensary under which 
the entire liquor traffic Was in the hands of the State. The new law 
abolishes the State dispensary but not the dispensary idea. It com- 
bines the feature of local option with a system of county dispensaries, 
partially under State control. Each county may determine, not oftener 
than once in four years whether liquor shall be sold in the county and 
if the decision is in favor of sale, the governor, upon the recommendation 
of certain local authorities appoints three electors of the county to con- 
stitute the "County Dispensary Board." This board may establish 
dispensaries in incorporated towns and cities, appoint dispensers for one 
year, contract for a supply of liquors, test the purity of liquors, and in 
general control the conduct of the business. Sales must be made in 
quantities not less than one-half pint and no liquors are allowed to be 
drunk on the premises. The profits of the business are divided; one- 
third going to the county, one-third to the municipality, and one-third 
to the school or road fund, as the electors determine. The law is care- 
fully detailed to make it effective in operation. It will be likely to 
remedy many of the faults of the State dispensary law which it super- 
sedes. 

John A. Lapp. 

Mortgage Taxation. Numerous measures were introduced in the 
legislatures of the several States during the 1907 sessions relating to 
mortgage taxation, but very few of them were adopted. The most 
important legislation was passed in California, Washington and Minne- 
sota. California passed a resolution submitting to the people of the 
State a constitutional amendment looking toward a repeal of her present 
system of taxing mortgages. Washington has exempted mortgages and 
all credits for the purchase of real estate since 1893 (c. 124), but in 1907 
the legislature went further and exempted all mortgages. In Minnesota, 
previous to the enactment of the present law mortgages were taxed as 
personal property to the owner at his place of residence, but the law 
was not enforced and in 1906 the constitution was amended and a way 
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thus made clear for the introduction of a new system. In 1907 a new 
law was passed (c. 328) taxing mortgages by the same method as they 
are taxed in New York at the present time, that is, by a recording tax of 
50 cents on every $100. 

Perhaps no State in the Union is more interesting than California 
when the question of mortgage taxation is considered. Maryland, 
Connecticut, Michigan and several other States have long and interest- 
ing histories, but they are all surpassed by California for in that State 
the legislatures and the courts have struggled with the problem ever 
since the State has had legislative and judicial bodies within its borders. 
California has taxed mortgages as personal property, has exempted 
them entirely, and has taxed them as an interest in the mortgaged 
premises. The remnant of the law as it stands today was enacted in 
1879 and made a part of the constitution; it provided that mortgages 
were to be taxed as an interest in the real estate and each party to the 
mortgage was to pay his share; the mortgagor could not contract with 
the mortgagee to pay the taxes on both interests and thus relieve the 
creditor entirely. This question was carried to the courts, and after 
much litigation a decision was handed down to the effect that an allega- 
tion and finding which did not state that the agreement of the mortgagor 
to pay the taxes was part of the mortgage contract, was not broad 
enough to establish an agreement violative of the constitution (London 
and the San Francisco Bank v. Bandman, 120 Cal., 220, 1898). This 
decision practically annulled section 5 of article xiii of the constitution 
which stated that contracts providing for the payment of the taxes on 
the mortgage by the debtor should be null and void. The actual repeal 
of this section, however, did not take place until November, 1906, when 
the question was voted on by the people. This leaves but one section of 
the California Constitution relating to the taxation of mortgages, and 
even now, the first necessary step has been taken looking toward its 
repeal. In 1907 the legislature passed a resolution submitting the ques- 
tion to a vote of the people. 

The section under consideration reads as follows: "A mortgage, 
deed of trust, contract, or other obligation by which a debt is secured 
shall, for the purpose of assessment and taxation, be deemed and treated 
as an interest in the property affected thereby. Except as to railroad 
and other quasi-public corporations, in case of debt so secured, the value 
of the property affected by such mortgage, deed of trust, contract, or 
obligation, less the value of such security, shall be assessed and taxed 
to the owner of the property, and the value of such security shall be 
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assessed and taxed to the owner thereof, in the county, city, or district 
in which the property affected thereby is situated. The taxes so levied 
shall be a lien upon the property and security, and may be paid by either 
party to such security; if paid by the owner of the security, the tax so 
levied upon the property affected thereby shall become a part of the 
debt so secured; if the owner of the property shall pay the tax so levied 
on such security, it shall constitute a payment, thereon, and to the extent 
of such payment, a full discharge thereof" (sec. 4, art. xiii). 

The California law has never been a success and if this section of the 
constitution is repealed by a vote of the people at the next general elec- 
tion it will mean that the California system of taxing mortgages has 
been abandoned either as a failure or in the hope of finding a plan less 
restrictive and more satisfactory to all interests concerned. 

Washington has joined Idaho and exempted all mortgages from tax- 
ation. In 1893 (c. 124) the legislature passed a law stating that mort- 
gages and all credits for the purchase of real estate should not be con- 
sidered as property for the purposes of taxation. The 1907 session 
went beyond this and not only exempted all mortgages whether purchase 
money mortgages or not, but also all notes, accounts, moneys, certificates 
of deposit, tax certificates, judgments, State, county, municipal, and 
school district bonds and warrants. The bill was vetoed by the governor 
but passed by the legislature over his veto. 

The law 7 as passed in Minnesota applies to all mortgages except cor- 
rection mortgages and mortgages taken in good faith by persons or cor- 
porations whose personal property is expressly exempted from taxation 
or is taxed upon the basis of gross earnings, or some similar methods of 
commutation. The tax imposed amounts to 50 cents on each $100 or 
major fraction of the principal debt or obligation secured. This is the 
only tax levied on the mortgage and is paid to the treasurer of the county 
where the whole or part of the mortgaged land is situated. In the case 
of trust deeds given to secure the issue of bonds a statement may be 
incorporated showing the amount of obligations already issued or to be 
issued. The tax is then computed on this amount and no obligations 
issued in excess are to be valid unless the additional tax has been paid. 
No mortgage, foreclosure, assignment, or satisfaction is to be recorded 
after April 30, 1907, or received in evidence in any court or have any 
validity as notice until all of the provisions of this act have been com- 
plied with. Mortgages recorded prior to April 30 may be taxed under 
the provisions of the new law if the owner wishes to pay the recording 
tax and have them exempt as personal property. The funds derived 
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from this source are appropriated and distributed in the same manner 
as real estate taxes paid upon the real estate described in the mortgage. 
This legislation does not show any special tendency in mortgage tax- 
ation. California has only cleared the way for a repeal of her present 
law. Washington has exempted mortgages entirely and Minnesota 
has adopted the recording tax system as it prevails in New York. 

Robert Argyll Campbell. 

Municipal Public Utilities and Constitutional Limitations on Municipal 
Indebtedness. Wisconsin in common with many other States has a 
constitutional provision that no municipality shall incur indebtedness 
to an amount exceeding 5 per centum on the value of the taxable 
property therein. More than one city desiring to establish municipal 
public utility plants has been halted by this provision. Hence the Wis- 
consin legislature like the legislatures of other States has been struggling 
to devise a system by which money may be secured by the municipality 
and devoted to the purchase of a public utility plant without the creation 
of a municipal indebtedness. The latest attempted solution of this 
problem is chapter 665 of the laws of 1907. 

Under the provision of this chapter mortgage certificates are issued 
which recite on their face that they "are secured by trust deed or mort- 
gage upon the plant .... acquired or constructed and that no munici- 
pal liability is created thereby." The certificates are to bear interest at 
the rate of not more than 6 per cent, must not be sold for less than par, 
and are made payable at the option of the city within not less than five 
nor more than twenty years from date. To secure their payment a 
trust deed or mortgage is executed upon the plant. 

This instrument must provide: (1) that the lien of such deed or 
mortgage upon the plant and upon the income therefrom shall be the 
only security which the holder of the certificates shall have and that 
neither the trust deed or mortgage or the certificates shall create any 
municipal liability; (2) that the income derived from the operation of 
the plant over and above the necessary expenses and repairs shall be 
kept in a separate fund out of which the interest on the certificates shall 
be paid; ('■>) that out of the excess an amount not less than 4 per 
centum of the face of the certificates shall be annually set aside as a 
sinking fund and that the income in excess of such running expense, 
repairs, interest and sinking funds may be used for extensions and 
improvements; (4) that if any interest shall remain unpaid for twelve 
months after due or if any of the principal shall not be paid when due the 



